by Lawrence Grose <

New Distribution of National Output
by Goods, Services, and Construction, 1929-56

TH_'[S EEFPORT preeente & pew hreakdowh of the gross
national product in terms of the outpui of major types of
product. Tha total is classifiad into sutput of durable goods,
nondurable goods, services, and construetion, and for the
first two of these categories output iz shown alse &3 the sum
of final sales and inventory change. In the customary gross
national product steiement the goods-services-construction
claseification is not carried through to ell components, and
final! sales are adjusted to & measure of ontput only for the
economy as 1 whaole,

The new rformption iz provided 1o terms of eurreot
dellars in table 1 ard adjusted for prica changs, in terms of
constant (1947} dollars, in ¢table 2. Table 5 presents im-
pheit deflators, ohbtained dividing ihe constant dollar
seriea into the corresponding ewrrent dollar serias,

Table % presents s further breaskdown of the zoods portion
of gross national preduct mie farm and nonfarm sttput,

t is believed ¢hat the new information on grosm national
product will be useful for many purpozes. It will help n
the analysiz of problems in which durazble sutput must be
distinguished from nondurable. It will facilitate the t-mniuﬁ
of the industrial impact of changes in the pattern of fin
demand. Tt will permit & more refined annlysis of inventory
holdings o relation to outpui, Finally, comparison of the

national preduct wath other, more restricted, mensures
of production will he made easier.

New product classification explained

As in the case of the regulesly published series on current-
dollar gross mational produst, the estimates presented in
tahle 1 are in terms of actual market prices. They thus
emhbody all the costs of production, ransportation, and
distribution which ave inhersnt in moving products to
nltimate usera or into inventories. It shounld also be noted
that the eatimates covar fingl product only. Raw materisls
and other intermediste goods and servieps used up in the
grmn?_.a;of produstion are excluded, conforming to the general

efiniticn of gross national product,

_ The manner m which the mew elassifieation of gross ne-
tional uct is related to the regularly published one can
be explained by reference to table 4, which contains illustra-
tive for 1856.

As can be sean, the bulk of durable goods sales in the new
clossification consists of personal consumption aditures
for durable goods end of producers’ durable equipment, both
published comiponents of the regular sarjes. To derive the
total in thiz entegory purchases of durable goouds by govern-
ment (Federal and Siaie and local) and net purchases b
foreign countries are added. Tinslly, an allowanee is &
for tha change in durable goods inventories, to convert total
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znles of durable Iguods into & messure ¢f their production.
The derivation of nondurables sales and output is similar,

In the cose of services, the publishad component of per-
sonal ponzumption expenditures for services is supplemented
by government purchases of services {Ineluding services fur-
mshed by business 88 well az the direst serviess of govern-
ment empleyees) aod by net service exports. Kinally,
construction 18 derived oa the sum of the new private con-
struction component of the natiomal product snd of
new public construction, which is a component of govern-
ment purchases of goods and services in the conventional
aeﬂl;lm The construction serics are on & work put.in place

5.

Ik will be noted that ne allocation for inventory chanps
hns heen made either to the service or the construction com-
punent. There is no information for calculating reliable
fime seriss meas theni, but it seams cortpin that the
actual amounts would be minor,

It must be clearly understood that the zew presentntion
necessitating oa it does breakdowns of the gross national

Product Composition of GNP—1956
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produet that do not have to be caleulated for the conventional
atatement, is eomewhat less solidly founded than the latter.
The allocation of mventory change among durable and pon-
durable gonds is becanse in the absence of deteiled
commedity deta it 15 based on the inventory holdings of
firms clasgified in the durable and nondurable sspments of
their respective indusiries. The sllocation of net exports
f::wt- foreign investment} um? goods and services is also
#7 from precige, but the values involved are ﬂfgenaml]y
minor. Finally, the type-of-product allocation of govern-
ment purchases is based in many enses on partial data,
Here tha omounts invelved are large for meny of the years
covered by the series and errors in the allecations may he
considernble. It i= hoped that further inprovements in the
ﬁm?t;hnglmethoda underlying this repory can be made in
¢ {nture.

FProduct make-up of GNP

The produet compozition of the tEroﬁs national product has
undargone significont changes hoth in the short and in the
long run, but apart from wiclent fluetuations such a5 induced
by bueiness ¢ycles and military emergencies certain broad
atable relatrons stand out.

These sre ilustrated in the ﬁrst-nhart‘.cl:f reference to the
yenr 1956, In thei year, pondurable goods produstion and
services each constituted about one-third of the toisl egross
national product, dureble goods ountput sbeut ome-fifth,
with the remainder accounted for by construction.

It may be noted that the shares of the major types of out-
it shown in chart. 1 differ from thosa that are abtained when
consumer purchases of durable goods, nondurgble goods, and
Bervices are rezsed na pavesninges of disposabla perszonal
income, aain the article on “Pattern of Buying of Consumer
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Goods™ in the May Svrvey. For instance, durable goods ara
muchlower psn percent of dispoeable personal income than are
total durable ineleding consumer, buginess, povern-
ment, and foreign purchases—ns 8 percent of gross national
prodact. ‘The fact thet the present article takss into aceount
all major markets for the varions iypes of output—uot just
the consumer market—should be kept in mind in comparing
the results of the two stadiea.

The composzition of the market for each of the major types
of output can be seen from table 4.  Consumers predominate
in the market for nondurable goods, with governmant
amuumﬂgh;m only 4 negligible part of the total. Tt my
be noted that in this table foreign tronsactions arc expr
ob o net basis (excess of exporis over imporis) and benee do
not giva p view of the gross flow of exports aud imports of
nondurable goods, Total exports ond imports in this cate-
gory were each approximately $8 billion in 1958.

In contrast, the market for durable goods is much more
evenly shared among mejor purchaser groups, Consumers
acconnted for approximately two-fifths of the total and
business investors In durable equipment for only a little less,
with government—Federsl, State, and local—iaking about
one-fifth of durabls goods output. As in the cass of non-
durable s, foreign transactions are small on a net basis.
But the total af 4 billion in not exports is the difference
hoetween axports of §8 billion and imports of $4 billion.

Persanal consnmption has resenily aceounted for ahout
two-thirds of the total of seywices wnd povernment for ona-
third. Services inelude not only purchases from business
but wlse direct purchases of labor services by final wsws;
the large govermment share, in fact, Teflects primurily the
omnf»ansat-mn paid to military and civilian government
employees.

hL naw construetion also private demand took about two-
thirds of total output in 1956 and government the remainder.

Shifts in Output Composition

Tais rorrion of the report discusses the major shifts
in the product composition of output that have occurred
since 1020, Long-term ¢ gre copsidered frst and
gshort-term fuctuations later.

The second chart, which expresses durable poods ontput
and total cutpuot in 1947 and 1966 as parcentazes of 1929,
brings oat the more than proportionate inerense in durable
goods2 antpat.

Postwar expansion of durable goods output

Pruring the poatwar decade dureble goods ontput has
avar over 20 percent of totsl gross mational produet,
a5 compared with less than 15 percent in 1939 (see tables 5
and 6). The postwar shere of durable goods production
appeots to be higher also thav it was during other yenrs of
the late 1920%s,  The relative gain stands out in the con-
stant dollar figures sz well as in the current dollar figures; it
constitutes one of the most pronounced shifts in the pattern
of postwar onéput vs compared with the last preceding pericod
of snztained presperty.

All major compenents of the durable zoods market have
contributed to this postwar record, with intressed govern-
ment purchnses—associated in large part with the military
program—avidenily most important. The bigh rate of
private investment in produveers’ durable equipment has heen

1, Theso toatheds ars draetibed [ 4 basheienl poto whish s avobabik an woarket,

another factor, and expenditures for consumer durables
alsp bave besn penerally strong.

The requirements of nations! defense were the major
factor rosponsible for the rapid expanpsion of governmens
purchases. Tegulting in & demand not only for stricty mili-
tory gom:'ls, bui for & wide variety of civilian-typa
producers’ durables. In addition te stimulating the sutput
of conventional products, government demand has pro-
moted the development of pew products snd processes—
planes and atomie an , #. g.—which hava been of acinal
or potential benefit 10 the civilian market alzo.

he rise in private demsnd for producers’ durabla equip-
nent extended to n wide variety of squipment esbesnries.
E;\Eﬁ’ﬂdit“l‘ﬂﬁ for electrical wachinery, agricultural machinery
tractors, inatyuments, office mochinery, construction
machinery and trucks have increased s5 o parcentage of the
total, while passenger‘cara furniture, ships, and raiirond
equipment have constituted s smaller part of producers’
otitlays for durable equipment than in 1929,

The high private pestwar demand for ucars' dursble
equipment wag aseocinted, of eovrse, with the postwar in-
vestinent boom. In part this boom bad its roots in the
pent-up demends created by Weorld War II.  Fopulation
growth and shifis together with many other fectors heve
contributed to the economic expupsion. The business at-
moephera bas featured the compeotitive drive to hold and
enlarge mariets and to reducs or lirait Iabor and other eosts
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relatively the middle-income market, and the growth of
installment credit to finance dursble purchases, o, oh
the average, price incranses for consumer durables have bean
lass then for nondurables.

Share of nondurables moderately down

After reaching » peak in the exrly postwar yeats, the share
of nendurables output in toisl national output declined, and
iz eurrently belowr the 1929 ratio. This patiern of change
is somewhat lesa pronounced in resl than in current doilar
terms; the average of nondurable goods prices inoreased
mars than the overall average of sil gross national producs
prices from 1929 to 1947, and in the subsequent period it
moved up less.  {See table 8,)

he decline in the share of nondurables in total ontput
and the decline in the share of personal consumption ©
nondurable goods in thiz total, may both be tezced to the
incrensad market rola of the government. Despite the fact
that personal comsumption of nondurables presently con-
stitotes o slighily higher portion of total eonsunier
spending than jo, 1929, the faater rise in total government
fﬁﬁnding than in gonsumer spending hes reduvced the share

personal comsumption expenditures for nondurables in

total natiopal cutput. Moreover, since purchnses of non-

Total Output vs. Durable Goods Output

Yanrs 1947 and 1955 as a psreent of 1929
hated upon currant and constant dobars
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durable goods constitute a much smaller proportion of
government than of consumer spending, the imeressed
importance of government purchazes has reduced the ratio
of total nondurable goeds in the gross national product.

Among pondursbls congumer commodities, epending
trende in the posiwaxr period have been in kine with longer
term movements. Thus, purchoses of gasoline and oil
bove constitutad a growing proportion of nondurable goods

ding while expenditures for clothing and shkoes bave
aclined relatively, and cnrently form a smaller proportion
of the total than in 1929,

As o proportion of consumer spending for nondurables,
expenditures for food hawe not changed greatly either in the
postwar pericd or az compared with 1920, aceounting for
about one-half of these expenditures. However, the proc-
tice of e.ntinfg out bas grown considerably at the sxponse of
off-premize food purchasas,

ithin several years aftar the re of the eighteenth
amendroent, consumer spending for aleobolic bew, Iose
to approtimately one-tenth of conyumer nondurable ex-
penditures, end this proportion wss maintained in the
immediote postwar years, Mors recently such spending
appearz to have declined somewhat in relative importeoce,
'lJ:Emcm products presently sccount for over 4 percent of
copsuraer nondurshles putlays, appromimately the same
proportion 8s in 1929,

Farm and nenferm goods

The naw deta permit e forther broakdown of goods qutput,
on tha hasis of its ultimate origin ih farm and nonfarm
production. In other words, the velue of g national
produet. taking the form of goods can be divided into gross
national produet o¥iginating in farming, and groas national
product nﬁginm?ﬁ n all other indystries contributing to
the final market value of goods production,

To praveni g possible misinterpretotion of the dote, it
should be noted that the farm and nonform bresldown of the

Takle 3.—Impli.nil: Doflators for Grogs National Produot by Maducr
Tyvpe of Froduet, 1923-56
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tota} output of goode is not based on a classification of
g;:oda a3 they appesr in the final market, For instence,
the farm contribution to the walue of focd is raflected in
farm cutput, wheress value added by other industries to the
total (food menufseturing and distribuiion) is included in
nonfarm produetion. Similarly, the value of sutomobile
outpui is reflected in farm cutput to the extent that raw
inaterisls of farm origin become embodied in the value of
finished automobiles, Only the remsinder of the value of
suiomebile output iz included in the measure of nonfarm
production,

Needlees to say, those ave only illusirative examples de-
signed to explain the nature of the hreakdown. Tn actual
etatistical estimation the farin-nonfarm sllocation is not and
cannot be made for individusl produets sepamisly; it is
obtained by deducting frem the measure of gross nationnl
prodaet t&gng the form of goods production, as presented
in this article, the ﬁross produet oviginating in {arming. The
derivation of the latter measure has heen set forth in detail
in o previous izsne of the Svevpyd

The farm-nonfarm breakdown of geods output is shewn in
table 9. Az can be seen from the fable and accompanyin
chayt, the cutput of nonfarm commodities has mcrea.sag
l'ﬂpl{]ijl' during the postwar iod and i= cuwrrentiy about
two and n half timos its 1923 Jevel in physical terms. Farm
output has Auctuated widely in racent years, reflecting
changes both in physical volume and in prices. Abstracting
from the lntter factor, & modarate upward trend ia n,pl‘l!m.rﬁnt
in the postwar period, with the current lsval of physicel
output about 40 percent higher than in 1028
worde, the nonfarm economy has ded much more
rapidly, Currently, nonfarm commodity output sceounis
for approximately nine-tenths of the itotal against about
eight-tanths in 1929

Inveniories per unit of ouiput decline

The new breakdown of netional uch permite &
somewhat more refined annlyeis of total inventory holdings
in relativn to producktion, by malking it possible to relote
these hoddings to goods produckion alone,

Table {.—Dovivation of Gros Natignal Product by Major Type of
Product, 1956
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Data on total inventory holdings are approximate, parthy
use information on farm inventories ia difficols to obtain

for the period a= a whole. But it is obvious that no conesiv-
able error in tha level or trend of the inventory estimates

Outﬁut of Farm and Nenfarm Goods
In copstant dollars
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could effnce the atrong downward movement in inventory:
holdin% per unit of ousput which is exhibited in the followin
fext table, which shows thai the ratio of inventories to muﬁ '
gnndslcgéiaput bas declined from about two-thirds to one-half
since .

Inventory Heldings s o Proportion of Total Goods Cutput in Curreat

e . o 47
1986 e aa T LT L Tar PO . B0

Share of services

In terme of current dollars, the share of services in total
outpirt has inereased in the postwar period, reflesting develop-
ments M government and to a lemser exient in persomal
consumption purchases, In spite of this gain, total services
sceounted for a eomewhat smaller share of outpuet in 1958
than in 1929, & lorge inerense in government purcheses not
31:'1#& ofsatﬁng @ less than proporiionsée increase in private

ermand,

In real terms the pattern of change is somewhat different.
Tha postwar @ sion 13 much less proncunced, with the
share of personal consumption npprovimatel stable and the
incrense 1n governmeni purchases dampened. On the other
hand, services appear somewhat higher in relation to total
physical output In 1956 then in 1928, because the desline in
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the share of private consumption 1s grestly mitigated on » Theee differences betwoeen the corrent dollar and real pat-
real basis wﬁnarm the increase im government purchases  terns reflect, of course, the differential movsment of service
continues to stand cut. (See tables 5 snd 6.) prices na comparad with the overall price level, In the post-

Taklt 5—Ferctatage Distributivn of Gresa National Froduet in Curvent Dollars, by Major Type of Product and

Furchaser, 1%2% and 1947-5
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wsr period the incresse in service prices was rouchk more

nounced fthan that in all uct prices gombined, But
An apite of this incrense service prices have moved up lesa
over the entire Ferind since 1929 than did ﬂ:ces applicable
tor gross national product a2 o whole (see teble £).

p summery, the postwer incresse in {he shara of personal
services in pross national product is largely & price phepom-
enor &nd, 10 any event, the shave of these services is carrently
still iower than in 1929, Only fovemmﬂnt. purchasges of
services (including the services of government employees}
have shown a distinct relaire increase over this penod

Tithin the consumer services total many shifts have og-
curred during the postwar period and as compared with
192¢. These were reviewed in datail in an articls in & recent
issue of the Synvey * and only & hrisf aummp:g is given here,

Houzing snd houscheld operations, which together ac-
count for about one-half of perzonal expenditures for aarvices,
increased faster than other consumer servicee during the
postwar period and have recently also constituted o e

portion of the consumer service total than in 1929 (allow-
ing, in the case of housing, for the lower than averaga in-
crease in rentel rates}.

Expendituree for personrl business—about 15 percent of
the consumer total—alse have expanded rapidly in the past
tem yeors, bub they siill claim a smaller shara than in 1529
when they were inflated by en extraordinarly high level of
brokerage chniges. ) )

The evidence with respact to madienl services (about 10
parcent of the ta) is less clesr-cut, value and physical
measures pointing in soxpewhat different directions. But
it doss nof ﬂip car thot larpe changes hove scourred in the
proportion of ¢his ty¥pe of expenditore. .

Expenditures for p {ransportation services have
declined in relative hmportance hoth during the postwar
period and as comparad with 1922, reflecting a shift to owner-
aperated {rensporintion. Expendiures in this letter cate-
gory are elassified mainly under goode. The loss In the rela-
tive poeition of recremtionnl spending can be nnalysosd in
somewhat simtilar terms, with admissions to spectator amuse-
me;il;ls—mainl}r motion pietures—losing ground to television

urchases.

g Religious and welfare spending has decressed in relative
importance during the postwar period; in the immediate
pust-wer vemrs such spending was st an extraoerdinary high
rate owing to woar-ongendered vehef activities. The current
share of this type of spending is about the same as in 1929,
Spending for private odvcation has increased relatively
recently and a3 corpared with 1929; spending abroad (both
net tourist expenditures gnd net remitiances to sbroad)
have decreased in relative importance,

Share of construction

In terms of enurrant dollars the share of cometruetion in
total cutput hos increased yapidly during the pestwar peried,
and tlis was trus also separately for tha private and puble
componente. Cumently the share of eopshruction is sonie-
whﬂ.; higher than in 1928, reflecting an increase in public
on .

In}r:zﬂ.l terms the postwar riee is dampened, and total and
privete construction appear to accouat for a lower percent-
ags of gross nationsl product than in 1929; construction costs
have incressed more rapidly than other prices, both during
the postwar years snd during the peviod since 1920 as a
whols. These conelusions do not hinge on the choice of 1929
a3 4. compivisen bose. Similar conclusions emerge, indeed
with somewhat grenter emphasis, if the base 1s extonded to
inclnde all the prosperons years of the laie twentles,

B Corelyn O, Demibacd, UOrowih of tlee Coosaner Sérrhon Market ™ BEny 1008,

Joma 1957

It should be moted that the current dollasr copstruction
firures are probably somewhei understated, and the cost
indexes to deflate them are inndequate in their reflection
of productivity change. Both operate in the same direction
#0 that the decline in the share of real sonstruction 18 over-
stated. But it seems certain that the relatively better show-
ing of durable goods uction then of copstruetion, which
iz gupgested by the , would persist in the face of all
likely modifications in the construction eshimates, ]

Several factors may be adduced as rets lﬂlig the relative
prowth of construetion. As regidential constrastion,

ional shifis in tion have been towards areas o
whish, hecanse of climnte, local eustom, and ineome factors,
housing constraetion hos on the avernge tended o be & some-
what f&ﬂ& important item of sxpenditure than in areas of
egrlier population %rnwnh,‘ The seculer decresse in the
average size of the family mey also hove been & retarding
influence. Inerensing competition of consumer dursbles

bahly has been another. These durables faatured rapid
improvements in quality and included & wide range of prod-
usta that were cotirely new, and their prices appear $o have
bean rising lass rapidly than construetion prices. .

Tu the ares of nonresidential comstruction, technclogical
trends have probably stimulated investment in durable
equipment as compared with plant. Relative price mowve-
ments of the two types of aspete also hove favored invest-
ment in the former, although it seems unlikely that price-
indueed substituies con have played a very imporisnt role.

Gross Nalienal Product

By major types of producls
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Short-term fluctuations in outpus

In addition to the Jong-term changes reviewed so far,
gross national produet 2nd ita eomponente have been subjeet
fo large shoré-term fluctuntions. Chare 4 exhibits these
ths great depression of the
vent_recovery, temporarily halted by
the declina of 1938; the World War II boom and readjuyst-
ment; and, finally, the postwar period of high actinty,
iut.errupted’ by the recessions of 1949 and 1954,

The char also shows that the major product components
of gross national product have exhibited very diferent be-
haviors. Nondurable ds and services hawve been
tively stable under the nnpetus of thess short-term fiuctus-
tions and, constituting sz they do about two-thirds of total
produciion in normal times, bave contributed greatly to
the stebility of aggregate scomormyic activity.

Tuble §—Percentage Chamges in Implicit Prive Deallators for Grans
Ilﬂaﬂiunal Froduct, by Major Trpe of Froduot, Selectad Feriods,
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In controst durable goods cutput end construction have
fiuetuated widely. Their ] drop in the great depression
gtands out, a8 well as their subsequent recovery and
their setbeck in the 1938 decline.

During the war the behavier of the two items was very
different. The totsl output of durable goods incressed
rapidly 82 government derpand both for militery items sod
for eivilinn types of producers’ goods much more than offset
the cuts thet were imposed on private consumer and business
demand for duwables. In contrast, totsl comstruction was
out drastically and the resourees thus iread diverted to
other uses. )

In line with these dispavate wartime patterns total durable
gooda ontput underwent & temporary reduction immedistely
piter the war, whereas construction 1o incresse
ropidly as snon 28 wartime restrietions ware removed, The
postwar dips of 1049 and 1954 were reflected in total durable
goods output but not in ngeregate construction activiey.

Nonfarir commodity and industrial outpus

The constant dollsy mensure of nonferm goods output
resented in this article may be cormpared mtﬁo the Federal
egerve index of industrial produstion,

The Faderal Reserve index traces the valae added by
manuiastwing snd mining to total output, adjusted for price
change. The deflated mensure of nonfarm goods sutput
traces, in constant dollars, the total value of goods, as de-
ﬁ;_md in gross nationnd pml;iur.:t, exclusive of the contribration
of farming.

The major definitionsl differences between the two series
are o5 follows. The nonfarm goods cutput messure ex-
cludes certain items included in manufscturing ovtput which
in the gross national product are not classified &s goods.
The output of construction materials, which in the GNP is

SURVEY OF CURRENT BUSINESS 11

included in the valve of constructon, helongs in thie

ot .
ﬁoga other hand, the measure of nonfarm goods output
yeflects value added by nonfarm nonmanufacturing indus-
tieg—e. g, trade and tranaportation—to the value of poods
ouiput. The FRE index does not cover such contributions.
etailed, precise sdjustments to render the two measures
compsrable canrnot be made on the basis of existing sty tisti-
cal information. A rough allowance for the output of con-
auction maierials was estimated, but did not significantly
affert the relative movement of thd two measures. The
major diffarences between the two sexies are: First, a, later
eyelical turoing point st the depth of the great depression in
GNP than in the FREE measure. nd, a somewhat
smallar increase in the GNT than in the FRB messuxa since
1930, and espacially during the postwvar period.*
Thiz latter result may very well be associated with the
fact thot the GNP measure takes into account nonmanufac-

ing centribution to goods output. This contribution (s.
£., of the distributive industries) is relatively more impor-
tant in the cnse of consumer goods then i the cese of goods
flowing to business for investment p ses and fo the gov-
ernment. Inasmach as the ouiput of consumer goods has
increased less rapidly since 1939 than the output of goods
destined for investmant purposes or for gnvernment nss, the
GNF mensure would bave tended t0 incrense less than the
FRDB index.

Another factor, which contributes to the more id 1n-
crense of tha FRB indax in the pericd 183947, iz the fact
that the latter is based on constant values thaé represent a
cros3 betwesn 1939 and 1947, whersss the GNP measure is
on o streight 1947 basis. On a 1947 basis the PRB index
wold show 2 pereent lese itncronse from 1939 to 19470

Table 9, —Farrm and Nonfarm Ontpat of Goods in Croorennt and Con-
srany (1947) Dollars and Toaplicis Dedlators
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